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Wajax is a diversified growth company 
which is leading a consolidation process 

in its industry. The Company's three core 
distribution businesses are engaged in 

the sale and after-sales parts and service 
support of mobile equipment, diesel engines 
and industrial components, through a 
network of 86 branches employing over 
1,900 people across Canada and the 
Western United States. 


Wajax is diversified by geography, 

by industries served, by manufacturers 
represented, and through its balanced mix 
of product sales and service revenues. Its 
customer base spans natural resources, 
construction, transportation, manufacturing, 
industrial processing and utilities. 


Since 1992, Wajax has grown from sales 
of $248 million to $675 million in 1996. 
This strong performance has resulted 

from internal growth and from the 14 
acquisitions completed over this period. 
The Company is building strong momentum 
toward achieving its goals of growth, 
profitability and recognition as a leader in 
customer service. 
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m Record sales - $675 million, up 30% 

m Record earnings - $17 million, up 41% 

m Earnings per share - $1.22, up 20% 

= Momentum of growth program - eight new acquisitions 


m Forged new strategic relationships with leading 
global manufacturers 


m@ Strengthened existing supplier and customer relationships 
m@ Strategic entry into high-growth U.S. regional markets 


m Strengthened management processes and 
organizational depth 


m Strong, sustained growth in share value 
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The Company's progress and accomplishments during 1996 

should be viewed against the context of the previous year. In 1995, 
an important year for Wajax in our evolution as a growth Company, 
the management team and the Board of Directors had an opportunity 
to formulate and communicate strategy, to redefine and refocus the 
Company, to set long-term objectives and establish the new culture 
of the organization. It was a year in which the Company captured the 
attention of customers, manufacturers, and other companies in our 
industries, as well as the investment community, with the new Wajax 
story of growth, industry consolidation and positive change. It was a 
year in which Wajax positioned itself as a rejuvenated Company ‘on 
the move’. 


In 1996, we showed that our growth in sales and earnings was 
sustainable. We established credibility by maintaining our forward 
momentum and delivering on what we said we would do on 
schedule. We confirmed our rapid development as a leading industry 
consolidator with an increasingly significant scale of operations. 


John A. Powell 
President and Chief Executive Officer 


We are progressing rapidly towards achieving the initial goals we 
established for growth and profitability. Sales of $675 million were 

a record and up 30% from 1995. Earnings of $17 million were also 

a record and up 41% from 1995. Earnings per share of $1.22 were 
up 20%, in spite of the higher number of common shares outstanding 
following our late-1995 equity issue, so that the dilution impact of 

the issue was more than offset by incremental earnings. 


We completed eight acquisitions during the year, raising the total 
number completed since the inception of our growth strategy 

in 1993 to 14. With the completion of a further major acquisition in 
March 1997, our annualized running rate for sales has reached 
$850 million, compared with $248 million as recently as 1992. 
Our new acquisitions enhanced the positioning of our three core 
businesses in Canada and also provided us with attractive entry 
positions in the United States, where further significant growth 
potential is available for Wajax. In 1996, we also made continuing 
progress in strengthening and renewing our organization and in 
developing our operating and management processes, within our 
culture of decentralized leadership. 


As a result of our actual performance in 1996, and the growing 
confidence of investors that we would continue to achieve our stated 
objectives, our share price steadily improved. The stock traded at a 
high of $15 per share in December 1996, compared with the equity 
issue price of $9.50 in late 1995, and continued to strengthen in 
early 1997. 


We would like first to review our 1996 acquisitions, all of which were 
carefully targeted to enhance our three core distribution businesses. 


Effective January 1, 1996, we acquired Lounsbury Industrial, 

a leading distributor of forestry and construction equipment in the 
Maritimes. Lounsbury represents Komatsu, Dresser, Timberjack, 
Link-Belt, JCB and other leading manufacturers. Sam Burgess, the 
former President and majority owner of Lounsbury, has joined the 
Wajax management team in a senior capacity. Concurrently, we 
also acquired the Ontario distribution division of Timberjack, which 
had handled the distribution of its own and other complementary 
forestry productines in that province. Len Beland, the former 
General Manager of the Timberjack retail division, has joined our 
Ontario mobile equipment management team. With these two 
acquisitions, we further enhanced our positioning in forestry and 
construction markets throughout Eastern Canada. We had first 
entered these markets with our 1995 acquisition of Hydrofor in 
Quebec, having previously established a strong position in forestry 
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and construction in Western Canada, with our acquisition of the 
distribution business of Cypress Equipment in 1993, and subsequent 
productline and territory additions in the West following that 
acquisition. 


In 1996, we also completed two other important acquisitions in 
our mobile equipment business. We acquired the assets and 
ongoing business of Telelect Canada which established us as the 
distributor of the Simon Telelect range of utility aerial lifts across 
Canada. We also expanded our regional distribution coverage 

of other Simon productilines serving niche construction markets. 
We expect to be able to significantly grow the Simon’business 
through our coast-to-coast network of distribution and service 
branches. Telelect Canada had previously covered the country out 
of a single branch in Guelph, Ontario, which we have closed and 
consolidated into the existing Wajax branch infrastructure. 


Late in the year, we also completed the acquisition of Ray-Gordon 
Equipment in Ontario. In addition to Ray-Gordon’s ongoing equipment 
rental business, this acquisition will provide a further market outlet 
for certain existing Wajax productlines, as well as the potential to 
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develop a rental capability at our other branches. Rentals represent 
a rapidly growing segment of the overall mobile equipment market. 
The Ray-Gordon acquisition will give Wajax an opportunity to expand 
its expertise in the rental area, through the continuing involvement of 
its former owner, Doug Dougherty, who has joined Wajax as a 
member of our mobile equipment management team in Ontario. 
Consequently, the Company will be better positioned to evaluate 

and take advantage of the growing rental trend. 


We enhanced our diesel engines core business in 1996 with the 
acquisition of Génératrice Drummond in Quebec. This acquisition has 
been integrated into our Detroit Diesel-Allison Canada East division, 


Wayne Leach, Senior Vice-President 

Laurence G. Sellyn, Senior Vice-President, Finance and 
Corporate Development and Chief Financial Officer 
Christopher J. Keogh, Senior Vice-President, 
Industrial Components 


which was acquired in 1995. It will allow the division to strengthen 
and develop the diesel-electric generator distribution side of its 
business through the addition of the Kohler generator product- 
line, as well as through the knowledge of this market brought by 
Drummond’s former owner, Francois Céte, and his management 
team. Growth in the Kohler generator productline has been an 
important part of the notable success of our Alberta-based 
Waterous diesel engines division. 


In our industrial components business, we completed acquisitions to 
enhance both the bearings division and the fluid power division. 

We acquired RCL Industrial Equipment, a bearings distributor based 
in Ottawa, and consolidated our existing Ottawa branch into the new 
acquisition. In fluid power, our first 1996 acquisition was Marten 
Fluid Power, which represents the Oilgear hydraulic productline. 
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The acquisition was part of an overall productline realignment by our 
fluid power division in Eastern Canada, to position it more strongly 
for competitive advantage throughout this regional market. 


in December 1996, Wajax undertook a major strategic initiative with 
the acquisition of Spencer Industries, which operates 11 branches in 
six western U.S. states as well as three branches in Western 
Canada. This acquisition provides a strategic entry for the Company 
into the United States, and positions us in higher-growth regional 
markets. It also consolidates our relationship with leading fluid 
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power manufacturers such as Eaton. In addition to establishing 
Wajax's presence in the U.S., the acquisition of Spencer fills out our 
regional coverage across Canada, as we did not previously have a 
fluid power branch operation in B.C. The President of Spencer, 
Charles Harris, together with his key senior partners, John Hoyt and 
john Mahoney, have joined the Wajax management team. We believe 
that the combination of Spencer with the existing Wajax fluid power 
business in Canada will provide opportunities for additional market 
development and further regional expansion, as we build on stronger 
manufacturer relationships. 


During 1996, we continued to strengthen our managerial depth 
and build an organization which combines industry seasoning and 
experience with an infusion of new blood and new ideas, to ensure 
that we are constantly challenging ourselves and seeking ways in 
which we can improve and rejuvenate the Company. An important 
source of management strengthening was our acquisition program. 
Entrepreneurs who sold their businesses to Wajax found that they 


could adapt successfully to our Company culture which requires 


decentralized leadership and decision-making, and a strong focus 
on regional markets. Moreover, the former owners of Lounsbury and 
Spencer have decided to use a portion of the proceeds from the 
sale of their companies to become investors in Wajax. They believe 
that the integration of their businesses into Wajax will represent a 
powerful combination which will position them to better capitalize 

on future growth opportunities and evolving industry trends. 


Our management was also strengthened during the year by the 
addition of Wayne Leach as a Senior Vice-President. Wayne has 
spent most of his career in the mobile equipment industry and most 
recently was a senior executive of a successful equipment distributor 
in Western Canada, where he played a key role in establishing its 
strong industry reputation for service excellence. 


Our ongoing commitment to constantly strengthen and renew our 
organization has resulted in the decision to recruit a Senior Vice- 
President of Human Resources. In April 1997, we appointed Kevin 
Mahoney to this position. Kevin joins Wajax from a successful 
Western Canadian company where he has held senior management 
positions in both professional human resource and line operational 
roles. In Wajax, Kevin will work within our decentralized structure 

to assist the divisional operating management to develop and 
implement their plans for organizational development, recruitment 
and training. 


At the Board level, we were fortunate in being able to secure the 
services of Paul Gagne, the President and Chief Executive Officer 
of Avenor Inc., as a new Board member. Mr. Gagné, whose 
appointment was approved by the shareholders at our last Annual 
Meeting in May 1996, has already drawn upon his experience to 
provide us with valuable counsel and has rapidly established himself 
as an important contributor on our Board of Directors. Mr. Gagné 
replaced Mr. Gowan Guest who, as mentioned in our 1995 Annual 
Report, resigned after more than 20 years of Board service, 
expressing regret that his retirement plans caused him to submit his 
resignation at such an exciting juncture in the Company’s evolution. 
We thank him for his guidance in helping to bring us to that point. 


While pursuing our aggressive acquisition strategy, and reinforcing 
the depth of our organization at all levels, we are maintaining our 
focus on service and quality operations. In October, we held a 
meeting of our divisional Vice-Presidents from across the country 

in order to further advance our plans to drive our key operating 
objectives. These objectives relate to marketing excellence and 
service leadership, which will be critical in order to achieve our target 
level of profit returns, as well as asset management, acquisition 
integration and continued organizational renewal. In 1996, we also 
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implemented our formal management review and business analysis 
processes as appropriate to our decentralized culture. Our review 
process ensures that the main business trends underlying our 
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financial results are regularly discussed and addressed in the ongoing 
business plans of our operating divisions, and that investment and 
other business decisions are supported by quality analysis. 


Subsequent to the year-end, on January 13, 1997, the Company 
announced that it had signed an agreement to acquire Pacific North 
Equipment, the distributor of the Komatsu, Dresser and Timberjack 
productines in the states of Washington, Oregon and Alaska. Pacific 
North is also the Champion distributor in Alaska. In addition, tt has 
established a branch in Magadan in Eastern Russia to service mining 
markets in that region. The acquisition of Pacific North is a major 
step forward in the implementation of our growth strategy, building 
on strategic supplier relationships established with the 1996 
acquisitions of Lounsbury and the Timberjack distribution division. 

It provides us with a strategic entry into the United States in our 
mobile equipment business and positions the Company with leading 
productlines in higher-growth U.S. regional economies. Wayne Leach 
will initially work with the motivated and capable Pacific North 
management team to achieve an effective transition into Wajax and to 
ensure that the business is successfully repositioned to achieve Its 
sales and profit growth potential. 


Going forward, we see the process of industry consolidation 
continuing to provide further significant growth opportunities for 
Wajax, in both Canada and the U.S. We plan to use our acquisitions 
of Spencer and Pacific North as a springboard for further growth in 
the U.S. We have positioned ourselves with a number of major global 
manufacturers as a leader in industry consolidation and as their 
distributor of choice. They believe that the future of our industries 
lies with large well-financed companies such as Wajax, which 


possess knowledge and experience in the equipment business. 

Our Company combines overall financial and management strength 
with the regional market focus and entrepreneurial spirit which both 
customers and manufacturers value in privately-owned businesses. 
As a result, manufacturers are increasingly presenting us with growth 
opportunities, as they identify smaller privately-owned companies 
which do not have the financial and management resources to grow 
and compete by themselves. Privately-owned companies are also 
approaching us directly, now that Wajax has established itself as a 
key industry consolidator with which they can merge, but which will 
still encourage them to retain their entrepreneurial approach. 


With the recent acquisitions of Spencer and Pacific North, and our 
resulting entry into the U.S. in two of our core businesses, 1997 is 
beginning on a continuing positive note. We look forward to building 
upon our initial positions in the United States as we pursue our 
industry consolidation strategy. We are also focused on developing 
the management depth as well as the financial strength and 
increasing access to capital to be able to sustain our growth. At the 
same time, we are alSo committed to pursue our quality operations 
programs. We will seek to continuously improve and enhance our 
ongoing businesses and be top marketers and top operators of 
the businesses we acquire. The continuation of our strategic and 
operating plans is expected to result in further growth in sales and 
earnings in 1997, and allow us to continue to build long-term value 
for our shareholders. 


Finally, we would like to recognize the contributions of all of our 
employees to our success. The extensive growth and change within 
the Company have resulted in more than the normal amount of 
challenges for the Wajax teams at the Corporate level and in all of 
the operating divisions. These challenges have always been faced 
with a positive ‘can-do’ attitude and have been met successfully, 
and we continue to work together to move forward to new levels 

of achievement. 


H. Gordon MacNeill 
Chairman of the Board 


7, 


John A. Powell 
President and Chief Executive Officer 
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REVENUE BY CORE BUSINESS 


Wajax’s diesel engine and industrial components businesses 
accounted for approximately one-third of overall revenue in 1996. 
The Company's strategy is to increase the relative weighting of these 
two businesses since they both offer favourable profit returns and 
help to minimize the impact of economic cycles. The acquisition of 
Spencer Industries in December 1996 will significantly increase the 
contribution of industrial components to future revenues. 


1996 1995 
®@ Mobile Equipment 68% 68% 
@ Diesel Engines 17% 15% 
@ Industrial Components 15% 17% 


REVENUE BY PRODUCT MIX 


The development of diesel engines and industrial components as 
core businesses, and the Company's overall focus on after-sales 
parts and service, has allowed Wajax to achieve a favourable balance 
in its product mix. The high proportion of components, parts and ser- 
vice revenue enhances profit returns and helps mitigate the impact of 
cyclical fluctuations in equipment sales. 


1996 1995 
@ Equipment Sales & Rentals 48% 46% 
@ Components, Parts & Service 52% 54% 
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REVENUE BY GEOGRAPHIC REGION 


The Company has moderated its exposure to regional business 
cycles by establishing a presence in all regional markets across 
Canada. Entry into the western United States through the acquisitions 
of Spencer Industries in December 1996, and Pacific North 
Equipment in March 1997, will further this geographic diversification. 


1996 1995 
@ BC/Yukon 19% 22% 
@ Alberta/Saskatchewan 27% 30% 
® Ontario/Manitoba 16% 13% 
® Quebec/Labrador 30% 32% 
@ Maritimes 8% 3% 
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REVENUE BY MARKET 


Wajax has achieved a balanced distribution of revenue across a 
number of market segments including construction, transportation, 
manufacturing, food and chemical processing, and materials 
handling, as well as the resource-based industries. This adds 
another important element of stability. 


1996 1995 
® Construction/ Utilities 22% 23% 
® Mining 20% 19% 
@ Forestry 18% 17% 
® Transportation 16% 18% 
@ Industrial & Commercial 24% 23% 
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ABOUT THE BUSINESS 


Wajax distributes and modifies mobile equipment and provides 
after-sales parts and service support across a broad spectrum of 
industries including materials handling, forestry, mining, construction, 
oil and gas, manufacturing and utilities. The mobile equipment busi- 
ness comprises five decentralized regional operating divisions with a 
coast-to-coast network of 41 sales and service branches in Canada. 


GROWTH 


For the past four years, the mobile equipment business has focused 
on supplementing its traditional strength in materials handling, mining 
and utilities with a growing presence in forestry and construction 
across Canada. 


In 1996, Wajax continued this strategic thrust, making four new 
acquisitions to expand its Canadian mobile equipment business. 
Early in 1996, Wajax acquired Lounsbury Industrial in the Maritimes, 
and the Ontario retail distribution division of Timberjack. These 
acquisitions strengthened the Company's position as a leading 
distributor of forestry and construction equipment throughout Central 
and Eastern Canada. The acquisition of Telelect Canada in July 1996 
established a country-wide presence for Wajax as the distributor of 
the Simon Telelect range of utility aerial lifts, while providing potential 
growth opportunities in niche construction markets. In December 
1996, Wajax acquired Ray-Gordon Equipment, a construction equip- 
ment rental company with three branches in central Ontario. This will 
strengthen Wajax’s ability to capitalize on a growing industry trend 
toward equipment rentals. 


Most recently, Wajax completed the acquisition of Pacific North 
Equipment, its first mobile equipment acquisition in the United States. 
Pacific North distributes and services the Komatsu, Dresser, 
Timberjack and other productlines in Washington, Oregon and 
Alaska, and the Champion line in Alaska. Pacific North also distributes 
and services Komatsu mining equipment in Eastern Russia. 


COMPETITIVE STRENGTHS 


Wajax has established itself as a national multiline distributor which 
handles top-quality products from major global manufacturers. With 
a branch support network covering all regional markets, Wajax is 
uniquely positioned to service customers across Canada. Now, with 
the acquisition of Pacific North, it has also established a presence in 
the United States. 


In 1996, initiatives such as upgraded systems technology, increased 
hours of service and expanded training and quality assurance 
programs enabled Wajax to continue to pursue its goal of being the 
best service provider in the industry. 


Entrepreneurial and innovative local management backed by the 
financial resources of a public company, quality products, and a 
strong commitment to service have helped Wajax earn the customer 
loyalty that is the key to success in today’s competitive marketplace . 
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The B.C./Yukon division recorded growth in both sales and profitability 
for 1996, despite flatter economic conditions in the region. 

These positive results reflect the division’s commitment to enhanced 
operating efficiency and superior customer service. 


“In this business, heroes are made when things go wrong,” says 
Bev Briscoe, Vice-President and General Manager. “Our customers 
rely on us to meet any challenge that may arise - from delivering a 
crucial part quickly to working with them to find innovative ways to 
improve equipment productivity. We are building on our capabilities 
and service reputation to develop closer relationships with both 


4 


customers and suppliers.” 


Upgraded computer systems, a comprehensive customer equipment 
data-base, enhanced 24-hour service with toll-free numbers, and a 
new facility in Kamloops were just a few of the 1996 initiatives which 
confirmed the division’s determination to meet and surpass customer 
expectations. 


Bev Briscoe 


A new divisional technical support team began visiting customers 
in the field to identify their individual parts and service needs and to 
evaluate machine performance. This service has proven popular 
with customers and successful in developing new equipment and 
service business. 


The division's value-added engineering and fabrication facility 
continued to develop new equipment solutions to meet the stricter 
regulatory codes in British Columbia’s forests, while new initiatives 
in lift truck sales and service helped the division develop significant 
“oartnership” agreements with customers in the materials handling 
sector . 
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With a stable construction industry and the division’s proven ability 


to meet new challenges in forestry and mining, the outlook is for 


continuing profitability in 1997. By mid-year, a new flagship branch 


in Langley will strengthen the Company's presence in the Vancouver 


and Lower Mainland area of B.C. 


Across the division, training budgets 

have been increased, reflecting a strong 
commitment to the divisional motto 

“People Are the Difference.” And, as always, 
the focus will be on developing new initia- 
tives designed to enhance the division’s 
excellent service reputation. 


Branch Locations 
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KEY SUPPLIERS 
Hitachi 

Hyster 

Volvo 
LeTourneau 
Euclid 
Prentice-Blount 
Champion 


KEY PRODUCTS 
Excavators 

Lift Trucks 

Wheel Loaders 
Articulated Trucks 
Mining Products 
Tree Harvesters 
Motor Graders 
Paving Products 


PRIMARY MARKETS 
Forestry 

Mining 
Construction 
Materials Handling 
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“By any measure, 1996 was a remarkable year for the 
Alberta/Saskatchewan division. We achieved record volumes and 
profits in a very competitive environment,” says Mark Whitman, 
Vice-President and General Manager. He attributes the success to 


employee focus and dedication, operating efficiency, and a positive 


economic environment. 


A major accomplishment of the year was building stronger 


relationships with customers through exceptional after-market 


service and support. By offering customers “one-stop shopping” 


with services ranging from repair and preventative maintenance to 


advice on how to maximize productivity, the division distinguished 


itself in a competitive marketplace. This type of “partnering” with 


customers increased substantially in 1996. 


KEY SUPPLIERS 
Hitachi 

Hyster 

Volvo 
LeTourneau 
Euclid 
Prentice-Blount 
Champion 
Ditch Witch 


KEY PRODUCTS 
Excavators 
Lift Trucks 
Wheel Loaders 
Articulated Trucks 
Mining Products 
Tree Harvesters 
Motor Graders 
Paving Products 
Utility & Trenching 
Equipment 


PRIMARY MARKETS 
Oil and Gas 
Forestry 

Mining 
Construction 
Materials Handling 
Utilities 


Another highlight was winning the top 
world-wide overall dealer award from 
Champion. This honour recognized the 
division’s excellent performance in both 
sales and after-sales parts and service 
of Champion products. 


Knowledgeable staff played a key role in 
these achievements. Organizing the division 
by industry enabled parts and service repre- 
sentatives to provide the specialized exper- 
tise customers required. Expanded training 
programs also helped employees upgrade 
their technical and management skills. 
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Additional service initiatives undertaken in 1996 included a second 
service facility in Edmonton and increased hours of operation across 
the division. These initiatives accommodated a rising demand for 
service — in part, the result of strong equipment sales. The division 
established more extensive parts and service performance measures 


to ensure that customer support remains at the current high level. 


Mark Whitman 


In addition, customer surveys provided insight into market trends 
while a growing Elite field service program continued to provide 
Superior after-market service. 


The outlook for 1997 is positive. The oil and gas industry is 
expected to continue at its current record pace, while mining and 
forestry sectors should remain stable. The division's goal is to 
capitalize on these conditions and grow the customer base in 1997. 
The focus will continue to be on developing stronger customer 
relationships and increasing value-added services. 


Branch Locations 
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During 1995, growth in this division was achieved through the 
development of existing operations, with a particular focus on 
service. In 1996, growth was primarily the result of three major 
acquisitions — the Ontario retail distribution division of Timberjack, 
Telelect Canada and Ray-Gordon Equipment . 


“While managing this growth and integrating new acquisitions is 
challenging,” says Gerry Cunningham, Vice-President and General 
Manager, “the opportunities provided by more productines in 
more places will more than justify the effort.” 


The Ray-Gordon acquisition, for example, will not only provide an 
expanded presence in the growing construction equipment rental 
market, it will also provide new opportunities to expand the Ditch 
Witch business, particularly in the emerging market for “trenchless” 


technology. 
Maintaining its strong service culture was 
the division's top priority, as demonstrated KEY SUPPLIERS 
: ; Hyster 
by the achievement of several milestones. Tnpenaek 
Notably, the flagship Mississauga facility Peterson Pacific 
attained ISO 9002 certification and the Slimon 
ae Ditch Witch 
division was awarded the coveted Hyster Kawasaki 
“Dealer of Distinction” award for 1996. This Kobelco 
d ; ti Fach t Versalift 
award recognizes exceptional achievemen Stanley 
for overall performance among Hyster lift Terex 
truck dealers worldwide. Voest-Alpine 
KEY PRODUCTS 
Lift Trucks 
Cranes 
Trenching Equipment 
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Gerry Cunningham 


The Elite field service program continued to grow in 1996 and led 
to multiple long-term service contracts. In addition, diverse training 
programs, covering every segment of the business, kept the 
divisional training facility fully occupied. The obvious pride in 
customer service excellence was rewarded with a substantial 
increase in parts and service revenue for the third year in a row. 


Overall results for the division were good, outperforming the 

prior year on traditional business, while capitalizing on the new 
acquisitions. The expansion from nine branches to 14 and a more 
diversified business base will help the division benefit from the 
economic growth predicted for the region in 1997. 


Branch Locations 
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The Quebec/Labrador division capitalized on increased mining 
activity in 1996 to post new equipment sales records, despite a 


generally flat economy in the region. Highlights included capturing 
the entire market for both the 300 ton class of hydraulic excavators 


and the 20 cubic yard class of loaders - the largest wheel loaders in 


the world. Among the machines sold were five LeTourneau wheel 


loaders, delivered to mining customers in Quebec and Labrador. 


KEY SUPPLIERS 
Hyster 
Kobelco 
Samsung 
Barko 
Franklin 
Demag 
LeTourneau 
Terex 
Kawasaki 
Champion 
JCB 
Dynapac 
P&H Cranes 
Simon 
Versalift 
Blaw-Knox 


KEY PRODUCTS 

Lift trucks 
Delimbers 

Log Loaders 
Skidders 

Shovels 

Mining Products 
Wheel Loaders 
Excavators 
Motor Graders 
Loader Backhoes 
Compactors 
Cranes 

Container Handlers 
Paving Products 


PRIMARY MARKETS 
Forestry 

Mining 

Materials Handling 
Construction 
Municipal 
Intermodal 


In addition to the strong results from the 
mining sector, the division also improved its 
lift truck sales and service business. New 
service initiatives resulted in a growing 
number of preventative maintenance 
agreements. The division now boasts over 

a thousand of these contracts which entail 
undertaking total responsibility for lift truck 
maintenance. During 1996, an important 
new service agreement was initiated with the 
General Motors plant in Ste-Thérése. This 
provides for the complete service and repair 
of more than 300 materials handling units. 


The construction market in Quebec suffered 
a marked decline in 1996. The forest 
products industry was also down, although to 
a lesser degree. The division responded by 
restructuring its labour costs and reducing 
equipment inventories. Excess capacity for 
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the modification of forestry equipment was utilized by marketing 
these products through the newly acquired Timberjack retail 
distribution outlets in northern Ontario. 


With conditions in the forestry and construction sectors expected 
to remain flat in 1997, the division will continue to focus on careful 
inventory management and cost control. The division also plans to 
broaden its business base by adding complementary productlines 
to the existing infrastructure. 


“We are constantly learning how to work smarter,” says Jack Doyon, 
Vice-President and General Manager. “We are continuing to develop 


service initiatives and seek new opportunities in our marketplace.” 


Jack Doyon 


Branch Locations 
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Sam Burgess 


Lounsbury Industrial, a leading distributor of forestry and 


construction equipment in the Maritimes, became part of Wajax in 


early 1996. The acquisition was a natural fit from the start . 


“Our culture has always been focused on customer service,” 


says Lounsbury President, Sam Burgess. “With Wajax, we are part of 


a much larger and stronger organization with the same goals. 


We provide quality products with the aim of exceeding 


customer service expectations.” 


Numerous awards distinguished Lounsbury 
as a service leader in 1996. In April, the 
division received Timberjack’s prized 
“Dealer of the Year” award, outperforming 
other distributors from across North 
America and Australasia. The division also 
received the 1996 Timberjack “Customer 
Satisfaction” award for parts performance. 
In addition, Lounsbury was one of only 
three dealers chosen to assist Timberjack 
in the development of a new information 
transfer system, designed to enhance 
product support across North America. 


One of the division’s greatest accomplish- 
ments was increasing its share of the 
forestry equipment market despite a 
significant drop in that industry. Optimal 
levels of inventory, strict cost controls and 
upgraded technology enabled Lounsbury 


to maintain good profitability. As well, value- 


added initiatives such as in-house financing, 
product modifications and custom service 
packages reinforced customer loyalty and 
helped offset increased competition in the 
construction market. 


KEY SUPPLIERS 

Timberjack 

Komatsu 

Dresser 

JCB 

Link-Belt 

Blaw-Knox 

Bombardier Industrial 
Products 


KEY PRODUCTS 

Forest Feller Bunchers 
& Harvesters 

Forwarders 

Skidders 

Excavators 

Wheel Loaders 

Crawler Tractors 

Motor Graders 

Loader Backhoes 

Cranes 


Paving Products 
Soft Track Utility 
Machines 


PRIMARY MARKETS 
Forestry 
Construction 
Mining 
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Responding to customer demands remained a priority in 1996. 

To control costs and enhance service, administrative work was 
consolidated at the divisional head office in Fredericton, enabling 
branch employees to focus on customer satisfaction. Upgraded soft- 
ware and on-line supplier hookups led to greater efficiencies of ser- 
vice, while CD-ROM technology replaced cumbersome parts and ser- 
vice manuals. In addition, the division spent three times the industry 
norm on employee training. 
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the same goals. 


The division’s 1996 financial performance was enhanced by 

strong results from the parts and service side of the business. 

This trend is expected to continue in 1997. In addition, improved 
revenues from the Komatsu and Dresser productlines are expected 
as a result of the recent announcement of a large, four year road- 
building program in the region. Wajax’s financial backing will enable 
Lounsbury to compete effectively for a significant portion of this 
business. 


Branch Locations 
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WAJAX LIMITED 


DIESEL ENGINES 


ABOUT THE BUSINESS 


Wajax operates two diesel engine divisions built primarily upon the 
high quality Detroit Diesel and Allison productlines. Waterous Detroit 
DieselAllison distributes and services Detroit Diesel engines, Allison 
transmissions, Kohler power generation sets and related products 

in Alberta, Northeastern British Columbia, the Yukon and parts of the 
Northwest Territories. Its primary markets are in the oil and gas, 
mining, forestry and transportation industries. Detroit DieselAllison 
Canada East (DD-ACE) carries comparable product-lines and serves 
similar markets in Quebec, Labrador, the Atlantic Provinces and 

the Islands of St. Pierre and Miquelon. It also serves Eastern 
Canada’s marine and fishing industries with the Perkins and Volvo 
Penta engine lines. 


GROWTH 


For many years, Wajax has been successfully involved with the diesel 
engine business in Western Canada through its Waterous division. 
The strategic decision to grow diesel engines into a core business 
was realized with the 1995 acquisition of DD-ACE. Wajax continued 
to expand this segment in 1996. 


In July, DD-ACE acquired Génératrice Drummond, the distributor 

of Kohler diesel-electric generators for Quebec. The addition of the 
Kohler productline enhances DD-ACE’s generator business, while 
Drummond's well-established customer support system is an 
excellent addition to the division’s service network. 


With the commitment of both Waterous and DD-ACE to expand into 
new market niches, there will be additional opportunities to develop 
the potential of this business. 


COMPETITIVE STRENGTHS 


The Waterous and DD-ACE success stories are based on quality 
people and productlines, as well as the strategic initiatives 
undertaken by the manufacturers they represent. Having built 
their reputations on the quality of their applications engineering, 
technical training and after-sales support, both Waterous 

and DD-ACE continue to maintain well-managed facilities and 
parts inventories, 24-hour mobile service teams, and the 
flexibility to meet the needs of individual customers with custom 
service packages. 
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DIESEL ENGINES 


When customers rely on you to 
keep oil rigs drilling, trucks hauling, 
fishing boats.on the water or power 
in the line, service becomes more 
than a concept. For the Wajax 
divisions operating in the diesel 
engine and power generation 
business, service is the foundation 
of lasting relationships. 


It means bringing experience and 
expertise to the field with teams 
of mobile service technicians, 

and expanding service hours and 
facilities to be there whenever and 
wherever customers need you. 


It’s about having the engineering 
capacity to custom build products 
for particular applications and 

the training programs needed to 
teach customers how to keep them 
running, or the innovation to create 
interactive computer programs 
that link individual customers and 
service dealers with an extensive 
branch network. 


Above all, it’s about understanding 
customer needs and establishing 

a network of highly trained service 
professionals who can meet them. 
When it comes to service that 
helps customers get the job done, 
nobody does it better. 


DIESEL ENGINES 


WATEROUS DETR OO TTE SS eee ealeleosoun 


“A vibrant Alberta economy, driven by a booming oil patch and 
stable mining and forestry sectors, set the pace in 1996,” says 
Waterous President, Ed Kobe. The continued pursuit of new market 
niches, extended support services and increased training initiatives 
positioned the division to capitalize on this economic growth. 

All three key areas of the business — products, parts, and service — 
recorded strong gains. 


Waterous continued to seek out previously untapped markets in 
1996. Prime power applications for Waterous-built diesel-electric 
generators were developed in conjunction with major utilities. Kohler 
generator sets filled an increasing demand for stand-by and prime 
power for camps, small rigs and oil field applications. And the 
aggressive new marketing of natural gas engines underscores 
Waterous’ determination to develop new applications for Its 
productines. 


The strong economy also led to an increased demand for parts 
and service. In response, Waterous improved its remote field 
capability by expanding its fleet of fully equipped service trucks. 
Enhancement of computer diagnostic capabilities at all locations 
enabled technicians to diagnose problems and repair equipment 
more quickly. The division also added 
over twenty technicians and several new 


LIU 


KEY SUPPLIERS 
Detroit Diesel 
Allison 

Kohler 
Tecodrive 


KEY PRODUCTS 
Diesel Engines 
Natural Gas Engines 
Transmissions 
Power Generators 


PRIMARY MARKETS 
Oil & Gas 

Mining 
Transportation 
Power Generation 


apprentices to its service team. This allowed 
for extended hours in Edmonton and 
Calgary while strengthening the Waterous 
work force. 
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Ed Kobe 


On-going training initiatives ensure that employees continue to 
recognize the customer as “number one”, and help maintain a 
strong team spirit across the division. The focus on consistently 
Superior customer service, combined with the expectation of 
continued economic strength in the region promise another strong 
performance in 1997. 


Branch Locations 
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DD-ACE achieved strong financial results in 1996 - the result of 
an active mining industry, an increase in on-highway sales and the 
successful acquisition of Génératrice Drummond. 


“Ah Jim PpOrtanye WieWli eink oii 
iheemevecrah Was the significant 
Wieieceas ec in Sales to the 

ON hisnWwayvy Marke This 


4 
customer base 


broadens the 
ame wit Semeravre FuUEU re 
Dediinesmeand Service revenwe. ” 


“Drummond was a natural fit,” says DD-ACE 
President, Pierre Asselin. “It has an excellent of Soap 
customer support system — and that is a key Detroit Diesel 
element, particulary when dealing with the pat 
: erkins 
requirements of large companies.” The WonelPentd 
acquisition is viewed as a positive joining of Spectrum 
: aa : ee Hundested 
forces and required minimal rationalization konler 
of resources. In addition, Drummond’s 
generator-specific service technicians filled Sey eRooucl: 
ae fj Cem Diesel Engines 
a Crucial niche in the division’s customer Te ee 
support network. Power Generators 
Propellers 
Power Take Offs 


An important highlight during the year was 


the significant increase in sales to the PRIMARY MARKETS 


on-highway market. Continued growth here Mining 

5 a eee ae : Fishing 

is key to the division’s success, as It Foeaey 

broadens the customer base and generates Agriculture 

future parts and service revenue. Sales Transportation 
Power Generation 


to local original equipment manufacturers 
also improved, and their growing inroads 
into the U.S. marketplace is encouraging for 
the division’s future growth. 
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Building market share and managing the costs of servicing a large 
geographic territory continued to rank high among the division’s 
challenges. New product development by Detroit Diesel, such as 
the Series 4000 engines created in response to higher horsepower 
requirements in the mining industry, and a continued focus on the 
parts and service market will contribute to the future growth of 
DD-ACE’s business. 


Recently announced plans to build a large nickel mine and smelter 

at Voisey’s Bay in Labrador, and signs of recovery in the east coast 
fishing industry, should stimulate long-term economic growth in the 
region. A planned stronger presence in northern Quebec and the 
addition of the Perkins marine productline will help DD-ACE capitalize 
on new market opportunities in 1997. 


Pierre Asselin 
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INDUSTRIAL COMPONENTS 
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ABOUT THE BUSINESS 


Wajax’s three industrial components divisions serve a wide range of 
industrial processing, manufacturing and resource-based industries. 
They provide important diversification into products and markets 
which tend to be more stable through economic cycles. Fluid Power 
and Spencer Industries distribute hydraulic components, and design 
and build hydraulic systems and manifolds. Fluid Power also 
distributes process pumps, heat exchangers, accumulators and 
other fluid products. National Bearings distributes and services 
bearings, seals, pillow blocks, hoists, and power transmission 
components. 


GROWTH 


Through acquisitions and internal growth, industrial components has 
been built into a significant and profitable core business for Wajax. 


Wajax formed Fluid Power three years ago by amalgamating the 
newly acquired Eastern Hydraulic Group with its existing Affiliated 
Dynesco process pump division. Optimizing the business required 
the introduction of leading-edge information technologies and the 
development of an extensive branch support system. The acquisition 
of Hydracine in 1995 and Marten Fluid Power in 1996 strengthened 
Fluid Power's position in the Ontario and Quebec markets. 

With the recent acquisition of Spencer Industries, Wajax enhanced 
its fluid power presence in Western Canada and expanded into 

the Western U.S. with an organization that now encompasses 

20 branches. 


National Bearings has consistently increased its contribution to 
overall revenues, since becoming part of the Wajax organization in 
1979. Equipped with the sophisticated information systems and 
extensive branch network needed to provide the most efficient 
customer service in the industry, National Bearings serves industrial 
customers in Quebec, Labrador, and eastern Ontario. The 1996 
acquisition of RCL Industrial Equipment, an Ottawa-based 

bearings distributor, expanded the division’s customer base. 


COMPETITIVE STRENGTHS 


Fluid Power and National Bearings continue to excel as businesses 
built on high quality productlines and a reputation for service 
leadership. Spencer brings a proven track record, excellent 
management resources and a strategic entry into the United States. 
All three divisions have introduced sophisticated inventory manage- 
ment systems and have become industry leaders in product 
training for customers and employees. The industrial components 
business continues to offer excellent growth and diversification 
opportunities. 


il oe, ¢ 7 = INDUSTRIAL COMPONENTS awe 


It can be as simple as answering Bee 
the phone with the right informa- ei 

tion and the right attitude, or as 
complex as developing a solution 
to a difficult industrial production 
problem, or delivering a vital 
component to an impossibly 
remote location, but the goal is 
always the same. Whether a 
customer needs a single part or 

a complete system, it is up to 
Wajax’s industrial components 
divisions to deliver. 


A successful response often = 
depends upon having the right 
parts, in the right place and at 

the right price. That requires 
sophisticated communications 
and inventory management 
systems and seasoned profession- 
als to operate them. Wajax has 
invested in both. Strong back-up 
is provided through our tightly- 
linked network of branches and 
close ties with manufacturers. 

If a part is unavailable in one 

area, it can be accessed from 
another and delivered rapidly. 


Customers also know they can rely 
on us for specialized solutions to 
one-of-a-kind problems. With in- 
house custom engineering services 
and an unequaled level of technical 
support, the right component and 
oe the right answer are available — 
when the customer needs it. 


It’s all part of our quality approach 
~ ., to service — and service is what 

: Wajax’s industrial components 
divisions are all about. 
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INDUSTRIAL COMPONENTS 


FL Us Die POWER 


in 1996, Fluid Power pursued a strategy of optimization and 
integration of its recent acquisitions. 


“A move to larger premises in suburban Toronto, the realignment 
of our productlines and the expansion of service facilities created 
a solid foundation for future growth,” says Martino Valela, Vice- 
President and General Manager. 


Martino Valela 


In March, the division combined its Toronto operations with those 

of the Hydracine acquisition by moving to a new 50,000 square foot 
plant in Concord. The new space was designed to be customer- 
friendly while providing an efficient engineering, assembly and repair 
facility with room for further expansion. 
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In order to enhance its competitive market position throughout the 
territory, Fluid Power realigned certain productlines in Eastern 
Canada during 1996. The division was able to undertake this market 
initiative as a result of the Hydracine acquisition combined with the 
1996 acquisition of Marten Fluid Power, which introduced the Oilgear 
productline. This strategic move also enabled the division to lower 
operating costs and reduce inventory, while retaining the key sales 
and service people. 


Other highlights for the division included the designation of the 
Concord branch as an authorized service centre for the Eaton, Bosch 
and Coppus productlines and the expansion of service facilities in 
Calgary and Saskatoon. In addition, the ISO quality control process 

is well underway, with certification for 


the Concord branch expected by the end 
KEY SUPPLIERS 


Wilden of 1997. 

Eaton ; : sete 

Bosch Fluid Power also succeeded in establishing 

Denison electronic data interchange with most of its 

pa major suppliers during 1996. This has led 

Danfoss to faster customer service and more efficient 

a as inventory handling and control. New systems 
oOto-Je 

Coppus and training initiatives for both employees 

and customers were implemented and will 

BEY PROP UCI continue to be a priority in 1997. 

Hydraulic Systems 

Pumps 


Motors Walese The division achieved positive financial results 


Process Pumps 
Heat Exchangers 


for 1996, during a year of considerable 
change. With the challenges of integration 
and product realignment behind it, and a 


PRIMARY MARKETS 

Pulp & Paper strong order file starting the year, Fluid 
Chemical Power is well positioned to achieve good 
Petrochemical 

Feed results in 1997, 


Industrial Processing 
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INDUSTRIAL COMPONENTS 
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Spencer Industries, based in Seattle, was acquired by Wajax in 
December 1996. A shared service culture and similar business 
philosophies eased the integration of Spencer into the Wajax 
organization. 


“When all is said and done, our business has two important assets — 
quality people and quality products,” says Charlie Harris, President of 
Spencer Industries. “Those are the things that Wajax values most 
and that is the principle we've built our business on since 1945.” 


Charlie Harris 


The alliance is mutually beneficial. Wajax has acquired an aggressive 
and profitable U.S. based company that enjoys an excellent reputa- 
tion in the hydraulics business. At the same time, the strength of 
Wajax enables Spencer to address the increasing customer demand 
for national contracts and integrated supply agreements from fewer 
but more capable vendors. 


The expansion of value-added services contributed to a significant 
growth in sales and profits in 1996. New assembly centres enabled 
technicians to quickly build pumps to customer specifications, while 
at the same time reducing inventory. With the success of new 
hydraulic component repair shops in Nisku, Salt Lake City and 
Phoenix, these services will be extended to other branches. These 
and other initiatives enabled Spencer to add three new branches to 
its network over the last 18 months. The division now has a total of 
11 branches in six western states and three in Alberta and B.C. 


The division also opened an 18,000 square foot distribution centre in 
Seattle. A new computerized system enables all 14 decentralized 
branches to retain control over their own inventory, while centralizing 


stock purchasing and the warehousing of slower moving Items. 
Since opening the centre, the division has recorded increased inven- 
tory turns and improved levels of customer service . 


The outlook for the upcoming year is encouraging. The economic 
growth in Spencer’s territory is expected to continue and the division 
plans to increase its value-added activities while actively pursuing 
new growth opportunities. 
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KEY SUPPLIERS 
Eaton 

Heco 
Aeroquip 
Permco 
Continental 
Stauff 
Compact Controls 
Delta 

Zinga 

Nachi 
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m Phoenix 


Pumps 

Motors 

Valves 
Cylinders 

Hose & Fittings 


PRIMARY MARKETS 
Agricultural 
Construction 
Forestry 

Industrial Processing 
Mining 

Fishing & Marine 
Transportation 


Claude Drolet 


INDUSTRIAL COMPONENTS 


NATIONAL 


Advances in technology and value-added services, along with the 


acquisition of RCL Industrial Equipment, enabled National Bearings 


to stay ahead of the competition in 1996. The division achieved 


significant growth in both sales volume and profits. 


“We are investing in equipment and people to make sure we have 


the tools to better serve our customers,” says Claude Drolet, 


President of National Bearings. “Upgrading our information systems 


allowed us to improve service while reducing costs.” 


Electronic data interchange (EDI), for example, linked National 


Bearings branches and suppliers, contributing to the fastest 
possible response times. The division is currently promoting EDI 


with its customers, to make it easier for them to do business 


with National Bearings. 


A commitment to solving customer 
problems was a key strategy in maintaining 
divisional growth. Regular hands-on technical 
training with suppliers ensured employees 
were able to help the end-user solve 
production problems. This can involve 
anything from suggesting an alternate part 
to redesigning an entire application. 


KEY SUPPLIERS 
Represents more than 
80 manufacturers 


KEY PRODUCTS 

Bearings 

Seals 

Hoists 

Power Transmission 
Products 


PRIMARY MARKETS 
Industrial and Natural 
Resource Industries 


BEARINGS 
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In September, a new branch was opened in Tracy, east of Montreal, 
to serve the three steel mills and other industries located there. 
This move enabled National Bearings to secure a major contract 
with the largest steel producer in the area . 


During 1997, the focus will remain on improving efficiency while 
continuing to offer exceptional customer service. New applications 
of existing computer technology will assist customers in managing 
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their inventories, while reducing their costs. The ISO 9002 
certification process is currently underway and is expected to 
be completed by mid-year. 


Prospects for 1997 are good. Steady repair and maintenance 
activity in the natural resource sectors should continue to generate 
strong demand for parts and service. At the same time, strategic 
acquisitions will be sought to help further the division’s growth 
objectives. 


Branch Locations 


@ Wabush 


m Sept-lles 


@ Chicoutimi 


Trois-Riviéres | ™ Thetford Mines 
Tracy om Drummondville 


Montréal 
Ottawa ar ne eH bess: 
Valleyfield ranby 


22 


WAJAX LIMITED 
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RESULTS OF OPERATIONS FOR 1996 COMPARED TO 1995 


Revenue for the year ended December 31, 1996 was a record 
$675 million, representing an increase of 30% from $521 million in 
1995. Net earnings for the year were also a record, at $17 million, 
and increased 41% from $12 million in 1995. The 1995 net earnings 
included $0.5 million from the discontinued Fire Control operations. 
Earnings per share increased to $1.22 per share, compared to 
$1.02 per share in 1995, which included $0.04 per share from 
discontinued operations. The average number of shares outstanding 
in 1996 was 14.0 million, up by 19% from 11.7 million in 1995, 
primarily due to the issue of 2.2 million additional common shares 

in October 1995 to finance the Company's ongoing strategic 
growth plan. 


In 1996, the Company completed a total of eight acquisitions to 
further strengthen and develop its three core distribution businesses 
— mobile equipment, diesel engines and industrial components — in 
line with its ongoing growth strategy. Approximately 55% of the 
increase in revenue over 1995 was due to the impact of these new 
acquisitions, together with the full year impact of the three acquisi- 
tions implemented by the Company during 1995. 


In its mobile equipment business, the Company acquired, effective 
January 1, 1996, Lounsbury Industrial Limited, a distributor of 
forestry and construction equipment in the Maritimes, as well as the 
Ontario retail distribution division of Timberjack Inc., which distributes 
and services Timberjack forestry equipment in Ontario, together with 
other complementary product-lines. These two acquisitions solidified 
the Company's position in forestry and construction markets in 
Eastern Canada, which it entered in 1995 through the acquisition of 
Hydrofor Inc., a forestry and construction equipment distributor in 
Quebec. The Company had previously established a strong position 
in forestry and construction markets in Western Canada through the 
1993 acquisition of the distribution business of Cypress Equipment 
and subsequent productine and territory expansions. The Company 
also enhanced its mobile equipment business by acquiring, in July 
1996, the assets and national distribution business of Telelect 
Canada Inc., which strengthened its positioning in utility markets 
across Canada and also introduced new light construction product- 
lines. In addition, it positioned itself to take advantage of the growing 
industry trend towards equipment rentals by acquiring, in December 
1996, Ray-Gordon Equipment Limited, an equipment rental 
company in Ontario. 


In its diesel engines business, the Company acquired, in July 1996, 
Génératrice Drummond Inc., a distributor of generator productlines 
in Quebec. This acquisition has been integrated into and further 
enhances the Detroit Diesel-Allison Canada East division, which the 
Company acquired in May 1995. 


In its industrial components business, the Company acquired, 

also in July 1996, RCL Industrial Equipment Inc., an Ottawa-based 
bearings distributor, as well as Marten Fluid Power Inc., a distributor 
of fluid power systems and components in Ontario, Quebec and the 
Maritimes. The acquisition of Marten was an integral part of an overall 
strategy to enhance the product-line positioning of the fluid power 
division in Eastern Canada. Effective December 1, 1996, the 
Company made its first strategic acquisition expansion in industrial 
components in the U.S., with the acquisition of Spencer Industries 
Inc., a leading regional fluid power distributor in the Western U.S. 
and Western Canada. This acquisition positioned the Company in 
higher-growth regional markets in the U.S. and also expanded its 
Canadian fluid power operations into B.C. 


In addition to the positive impact of new acquisitions, the Company 
experienced continuing growth in all of its core businesses, due to 
favourable market conditions and the impact of ongoing operating 
and service enhancement programs. Market conditions were strong 
in the West, in particular in Alberta, where the regional divisions of 
the mobile equipment, diesel engines and industrial components 
businesses benefited from high levels of activity in oil and gas and 
mining, and achieved further improvements in sales and operating 
earnings. Forestry markets in B.C. also continued strong in 1996, 
although they showed signs of weakening in the latter part of the 
year due to lower pulp and newsprint prices. In the East, the impact 
of weaker forestry and construction markets, particularly in Quebec, 
was offset by the success of the mobile equipment business in 
obtaining strong equipment sales volumes in mining, intermodal 
transportation and materials handling. The Company was also 
successful in utilizing the branch network in northern Ontario 
acquired with the Timberjack distribution division to further expand 
the market for the custom-modified forestry equipment business 
included in the 1995 acquisition of Hydrofor. In addition, Quebec- 
based National Bearings continued to achieve internal growth and 
enhance its leading regional market position, by strengthening and 
expanding its branch network and introducing new service programs. 
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Earnings before interest and taxes amounted to $41.1 million, 

or 6.1% of revenue in 1996, compared with $28.4 million, or 5.4% 
of revenue in 1995. The improvement in earnings before interest and 
taxes was due to the growth in sales revenue, including the impact 
of the acquisitions, together with slightly higher gross margins and 
a continuing reduction in selling and administrative expenses as a 
percentage of sales. Gross profit margins were 22.6% in 1996, 
compared to 22.5% in 1995, in spite of the higher volumes of new 
equipment sales which provide lower gross margins than the sale 
of components and after-sales parts and service. Selling and 
administrative expenses increased by $22.3 million or 25.0% 
primarily due to the impact of acquisitions. However, selling and 
administrative expenses, as a percentage of sales, declined to 
16.5% in 1996, versus 17.1% in 1995. Interest expense increased 
to $9.7 million in 1996 from $7.7 million in 1995, primarily due to 
the higher levels of debt required to finance acquisitions, resulting 
in 1996 pre-tax earnings of $31.4 million, versus $20.7 million 

in the prior year. 


The effective income tax rate in 1996 was 46.0% compared 

with 44.5% in 1995. The increase in the tax rate was the result of 
increased non-deductible goodwill from acquisitions and a shift in 
earnings to regions with higher provincial tax rates, including 
Western Canada and the Maritimes. 


FINANCIAL CONDITION, CAPITAL RESOURCES AND LIQUIDITY 


Accounts receivable increased to $113.7 million at December 31, 
1996, versus $87.5 million at December 31, 1995. The increase 

in receivables was due to the impact of the new acquisitions and the 
growth in the sales revenue of the existing business. Inventories 
increased to $179.2 million at December 31, 1996, compared to 
$148.0 million at December 31, 1995. The increase in inventory 
levels was entirely due to the impact of the acquisitions. Excluding 
the acquisition impact, a slight reduction of $2 million in inventories 
was achieved compared with December 31, 1995 in spite of the 
continuing sales growth of the Company, reflecting management's 
continuing emphasis on asset and working capital management. 

In order to further improve the focus on inventory held for resale and 
to recognize the different characteristics and increasing materiality 
of equipment rentals, such equipment has been separately classified 
as non-current assets. Rental equipment, including the impact of 
new acquisitions, increased to $19.3 million at December 31, 1996 
from $14.1 million at December 31, 1995. 


Deferred income tax assets were $5.7 million at December 31, 
1996, compared to $6.5 million at December 31, 1995. These 
assets are primarily the benefits relating to reserves which are 
recorded as charges against earnings, but are not allowable as 
income tax deductions until such time as the costs provided for 
are actually incurred. 


Capital assets, net of accumulated amortization, amounted to 
$31.6 million at December 31, 1996, versus $27.8 million at 
December 31, 1995. The increase was primarily attributable to 
the capital assets of the newly-acquired businesses. 


The increase in goodwill to $46.9 million at December 31, 1996, 


‘compared to $14.4 million at December 31, 1995, reflects the 


goodwill arising on the acquisitions implemented during 1996. 
Management undertakes an annual review of the amount shown on 
the balance sheet for acquisition goodwill and is satisfied that at 
December 31, 1996 it is appropriately valued. Although accounting 
regulations permit the amortization of goodwill over periods up to a 
maximum of 40 years, which is the practice adopted by many other 
Canadian public companies which are acquisition-oriented as well 
as other major companies in the mobile equipment industry, the 
Company has decided to continue with its more conservative 
practice of amortizing goodwill on new acquisitions over 25 years. 
The adoption of a 40-year amortization period would have had a 
positive impact of $0.04 per share on the Company's 1996 
earnings performance. 


Accounts payable and accrued liabilities amounted to $106.7 million 
at December 31, 1996, compared to $97.8 million at December 31, 
1995. The increase is due to the impact of acquisitions. Excluding 
the acquisition impact, the level of accounts payable declined slightly, 
reflecting the reduction in inventories realized by the Company in the 
fourth quarter. 


The Company had a cash balance of $1.7 million at December 31, 
1996, compared to current bank indebtedness of $5.0 million at 
December 31, 1995. Total bank indebtedness, including long-term 
bank debt, increased by $49.7 million during the year to $102.2 
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million at December 31, 1996, compared with $52.5 million at 
December 31, 1995. The increased bank facilities, together with 
the $20 million proceeds of a new debenture issue, and the cash 
generated by operating earnings, amounting to $28.7 million, were 
used to finance the cash requirements for acquisitions as well as the 
additional working capital requirements and capital expenditures to 
support the ongoing growth of the Company's businesses. 


The new $20 million debenture issue was placed privately with the 
same group of financial institutions which had participated in the 
Company's Series | debentures issued in 1994. The new issue has 
an effective fixed interest rate of 8.66% and a final maturity of 10 
years, with an average life of 6 years. The 1994 Series | debentures 
have a fixed interest rate of 10.69% and a final maturity of 15 years, 
with an average life of 9 years. 


At December 31, 1996, the bank facilities available to the Company 
comprised a $10 million operating demand line and a $110 million 
4-year annually renewable revolving term facility. The bank debt 
bears interest at floating rates at a margin over Canadian dollar 
bankers’ acceptance yields and U.S. dollar LIBOR rates. The U.S. 
borrowings serve as a hedge of the Company’s currency exposure 
with respect to its investment in U.S. operations. 


The Company follows a policy of limiting its exposure to fluctuations 
in short-term interest rates by maintaining a certain portion of its 
bank debt at fixed rates, through the use of interest rate hedging 
instruments. The Company has $50 million of floating rate debt 
swapped against fixed interest rate debt. The interest rates swaps 
mature in the years 1999 to 2002, at an average rate of 7.18%, 
plus the applicable stamping fee. 


Shareholders’ equity increased by $20.8 million to $145.1 million 

at December 31, 1996, compared with $124.3 million at December 
31, 1995. The increase was due to the net earnings of $17 million 
for 1996 and the issue of 315,789 shares at $9.50 per share as 
part of the consideration for the Lounsbury acquisition. The book 
value of the shareholders’ equity was $10.32 per share at December 
31, 1996, compared with $9.12 per share at December 31, 1995. 


The funded debt/equity ratio for the Company at December 31, 
1996, calculated in accordance with the definitions in its lending 
agreements, was 1.05:1.00, compared to 0.83:1.00 at 
December 31, 1995. 


No dividends on common shares were paid in 1996 or 1995. 

At present, dividends are not being paid in order to conserve cash 
for re-investment in strategic growth opportunities. The Board of 
Directors reviews Its position on this matter on a periodic basis. 


SUBSEQUENT EVENTS AND OUTLOOK 


On March 17, 1997, the Company completed the acquisition of 
100% of the shares of Pacific North Equipment Co., a distributor 
of forestry and construction equipment in the states of Washington, 
Oregon and Alaska, as well as in Magadan, Eastern Russia. 

The acquisition of Pacific North provides the Company with a 
strategic entry into the mobile equipment business in the United 
States, with leading productlines serving higher-growth regional 
economies. The Company financed this acquisition through its 
bank facilities, which were increased in total from $120 million to 
$200 million. In conjunction with the increase in bank facilities, 
the Company has obtained additional flexibility under its main 
borrowing covenant. 


Management believes that the Company's bank facilities, together 
with its projected internally generated cash flow from operations, will 
provide adequate liquidity to meet its foreseeable cash requirements. 
Management also believes that further increases in its bank facilities, 
together with financing from other sources of capital, will be available 
if required to enable it to take advantage of additional strategic 
growth opportunities. 


Management anticipates that further growth in revenue and 
earnings will be achieved in 1997, assuming a continuation of 
current favourable overall economic and market conditions for the 
Company's businesses. The recent acquisitions of Spencer and 
Pacific North are expected to positively impact on results in 1997. 
In addition, the Company plans to continue to pursue its strategic 
growth plan, and build on these acquisitions to target further 
opportunities in the United States, as well as in Canada. 
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AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have audited the consolidated balance sheet of Wajax Limited as 
at December 31, 1996 and the consolidated statements of earnings, 
retained earnings and changes in cash position for the year then 
ended. These financial statements are the responsibility of the 
Company’s management. Our responsibility is to express an opinion 
on these financial statements based on our audit. 


We conducted our audit in accordance with generally accepted 
auditing standards. Those standards require that we plan and 
perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit also 
includes assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall 
financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, 
in all material respects, the financial position of the Company as 

at December 31, 1996 and the results of its operations and the 
changes in Its financial position for the year then ended in 
accordance with generally accepted accounting principles. 


The consolidated financial statements as at December 31, 1995 and 
for the year then ended were audited by the Company's previous 
auditors who expressed an opinion without reservation on those 
statements in their report dated February 21, 1996. 


KPA 


Chartered Accountants 


Vancouver, Canada 


February 20, 1997 
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GHOTN S!OVL ED ATED STAT E 


MENTS OF EARNINGS 


FOR THE YEARS ENDED DECEMBER 31 


Revenue 
Cost of sales 
Gross profit 


Selling and administrative expenses 


Earnings before interest and income taxes 
Interest expense 


Earnings before income taxes 
Income taxes 


Earnings from continuing operations 
Discontinued operations 


Net earnings 
Earnings per common share 
Earnings from continuing operations 


Net earnings 


Weighted average number of 
common shares outstanding 


GiOsNTS OF (DAT ED “ST A EM EN 


Retained earnings, beginning of year 
Net earnings 


Equity issue costs 


Retained earnings, end of year 


(DOLLARS IN THOUSANDS, EXCEPT PER SHARE DATA) 


1996 1995 
S$ 675,065 S 520,942 
522,602 403,498 
152,463 117,444 
111,349 89,069 
41,114 28,375 
Note 3 9,675 7,/02 
31,439 20,673 
Note 5 14,462 9,208 
16,977 11,465 
Note 7 - 534 
$ 16,977 $ 11,999 
Note 11 
$ 1.22 S 0.98 
$ 1.22 S 1.02 
13,972,083 11,707,744 


JeSen Orbe atw ce IeAvlONTE DEAR NIN GES 


FOR THE YEARS ENDED DECEMBER 31 


(DOLLARS IN THOUSANDS) 


1996 1995 

$ 52,662 S 41,068 

16,977 11,999 

69,639 53,067 

Note 11 - 405 
$ 69,639 S 52,662 


WAJAX LIMITED 


CONSOLIDATED BA DANG ES ieeeeeieS 


AS AT DECEMBER 31 


(DOLLARS IN THOUSANDS) 


1996 1995 
ASSETS 
CURRENT 
Cash S 1,715 S - 
Accounts receivable 113,704 87,488 
Inventories 179,211 147,981 
Deferred income taxes 5,690 6,541 | 
Prepaid expenses 3,551 2,288 | 
303,871 244,298 | 
| 
NON-CURRENT 
Rental equipment Note 8 19,292 14,110 
Capital assets Note 9 31,588 27,754 
Goodwill and other assets Note 10 49,723 17,060 
100,603 58,924 
S$ 404,474 S77 5303:222 
LIABILITIES AND SHAREHOLDERS’ EQUITY 
CURRENT 
Bank indebtedness $ ~ S 5,032 
Accounts payable and accrued liabilities 106,663 97,804 
Income taxes payable 4,057 6,499 
Current portion of long-term debt 4,189 977 
114,909 110,312 
LONG-TERM DEBT Note 3 144,472 68,618 
SHAREHOLDERS’ EQUITY 
Capital stock Note 11 75,454 71,630 
Retained earnings 69,639 52,662 
145,093 124,292 
$ 404,474 Simos 222 


a 


On behalf of the Board: 


Director Director 
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Pawo ATED STATEMENTS OF CHANGES IN CASH POSITION 


FOR THE YEARS ENDED DECEMBER 31 


(DOLLARS IN THOUSANDS) 


1996 1995 
OPERATING ACTIVITIES 
Earnings $ 16,977 S> 11,465 
Items not affecting cash flow 
Amortization 
— Rental equipment 4,419 4,368 
— Capital assets 4,427 3,897 
— Goodwill and deferred expenses 2,127 835 
Deferred income taxes 706 1,148 
4 28,656 21,713 
Changes in non-cash working capital 
Accounts receivable (8,757) (12,028) 
Inventories 2,200 (16,190) 
Prepaid expenses (977) (665) 
Accounts payable and accrued liabilities (6,522) 8,886 
Income taxes payable (5,176) _ 4,476 
(19,232) (15/521) 
Cash provided by continuing operating activities 9,424 6,192 
Cash used in discontinued operations = (3,087) 
INVESTING ACTIVITIES 
Net rental equipment additions (6,609) (7,906) 
Net capital asset additions (4,422) (2,651) 
Acquisition of businesses Note 6 (74,283) (33,208) 
Sale of businesses Note 7 - 14,794 
(85,314) (28,971) 
Cash flow before financing activities (75,890) (25,866) 
FINANCING ACTIVITIES 
Increase in long-term bank loan 56,403 8,500 
Issue of debentures 20,000 - 
Repayment of debentures (727) (655) 
Notes payable on acquisition 3,639 (700) 
Issue of capital stock 3,824 20,900 
Other (502) (598) 
82,637 27,447 
Decrease in current bank indebtedness 6,747 1581 
Current bank indebtedness - beginning of year (5,032) (6,613) 


Cash (current bank indebtedness) - end of year $ 1,715 S (5,032) 
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1. COMPANY PROFILE 


The Company's core distribution businesses are engaged in the 
sale and after-sales parts and service support of mobile equipment, 
diesel engines and industrial components, through a network of 
branches in Canada and the United States. The Company is a 
multiline distributor and represents a number of leading worldwide 
manufacturers across its core businesses. Its customer base is 
diversified, spanning natural resources, construction, transportation, 
manufacturing, industrial processing and utilities. 


In accordance with Section 47 of the Regulations to the Canada 
Business Corporations Act, the Board of Directors has determined 
the business of the Company to be of one class, namely, the 
distribution and servicing of industrial equipment and components. 


2. ACCOUNTING POLICIES 


These consolidated financial statements include the accounts 
of Wajax Limited and its subsidiary companies, which are all 
wholly-owned. 


United States operations 


The Company’s U.S. subsidiaries are classified as self-sustaining 
foreign operations. Revenues and expenses are translated at 
average exchange rates prevailing during the year. The assets and 
liabilities of the U.S. operations are translated at the exchange rate 
in effect at the balance sheet date. Translation gains or losses are 
deferred in shareholders’ equity. The exchange gains or losses that 
arise on the translation of the debt which hedges its investment in 
U.S. operations are also deferred in shareholders’ equity. 


Foreign currency transactions and balances 


Foreign currency transactions are translated into domestic currency 
at exchange rates prevailing at the time the transactions occurred. 
Monetary assets and liabilities denominated in foreign currencies, 
such as cash, accounts receivable and accounts payable, are 
translated into domestic currency at the rate of exchange in effect 
at the balance sheet dates. Exchange gains and losses are 

included in the statement of earnings. 


Inventories 


Inventories are valued at the lower of cost and net realizable value. 


DECEMBER 31, 1996 AND 1995 
(TABULATED IN THOUSANDS OF DOLLARS) 


ACCOUNTING POLICIES (CONTINUED) 


Rental equipment 


Rental equipment assets are recorded at cost and amortized over 
their estimated useful lives, using the diminishing balance method, 
at rates ranging between 15-30% per annum. The diminishing 
balance method recognizes higher levels of depreciation in the early 
years of the life of the rental assets, which in management’s view 
reflects the market-related decline in the value of the assets. 


Capital assets and amortization 


Capital assets are recorded at cost and amortized over their estimated 
useful lives based on the following methods and annual rates: 


Asset Methods Rates 
Buildings diminishing balance 4-10% 
Equipment and vehicles diminishing balance 20 - 30% 
Information systems: 

— mobile equipment 

distribution system straight line 20% 

— other diminishing balance 30% 

Furniture and fixtures diminishing balance 20% 


Leasehold improvements straight line over the 
expected terms of 


the leases 


Other assets 


Debt issue expenses are amortized over the terms of the 
respective issues. 


Goodwill arising from acquisitions is amortized over the 

expected periods of benefit, up to a maximum of twenty-five years. 
The unamortized value of goodwill is reconsidered annually in light 

of prevailing economic and industry trends, internal business 
developments and any other related factors. If applicable, impairments 
in value deemed to be of a permanent nature would be recognized. 
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3. LONG-TERM DEBT 


1996 1995 

Debentures 

10.69%, Series |, 

maturing August 24, 2009 S21118" 9S 21,845 

8.66%, Series Il, 

maturing June 13, 2006 20,000 - 
Revolving four year term bank facility, 
renewable annually 

Canadian dollar loan 82,900 47,500 

US dollar loan 21,003 - 
Notes payable on acquisition 3,640 250 


148,661 69,595 


Less current portion 4,189 977 


$144,472 $68,618 


The Series | and Il debentures and the revolving bank loan rank 

pari passu and have a first charge on all property and assets of the 
Company other than capital assets. Blended principal and interest 
payments on the Series | and Il debentures are made semi-annually. 
Borrowings under the revolving bank loan are at floating rates of 
interest at a margin over Canadian dollar bankers’ acceptance yields 
and U.S. dollar LIBOR rates (Note 4). In accordance with its policy on 
translation of U.S. operations, the Company has designated $19.8 
million (US $14.5 million) of its revolving bank loan as a hedge of its 
investment in U.S. operations. 


Interest on long-term debt amounted to $9,098,000 
(1995 - $7,959,000 including interest relating to 
discontinued operations). 


The minimum annual debt repayments for the next five years are: 


1997 $4,189,000 
1998 3,132,000 
ngg9 3,372,000 
2000 2,967,000 
2001 3,254,000 


4. FINANCIAL INSTRUMENTS 


The Company employs financial instruments, such as interest rate 
swaps and foreign currency forward contracts, to manage exposure 
to fluctuations in interest rates and foreign exchange rates. 


Interest rate swaps 


The Company has entered into swap agreements to fix the 

interest rate on a portion of its floating rate debt. The Company has 
$50.0 million of floating rate bank debt swapped against debt with 
fixed interest rates ranging from 6.27% to 7.55%, plus applicable 
stamping fees, under agreements expiring between 1999 and 2002. 
The fair value or differential of the interest rate swap agreements 

is the amount the Company would receive or pay to hypothetically 
terminate or exchange the agreements. The current estimated 
differential of the interest rate swaps in the prevailing market 
conditions is $3.0 million. 


Foreign currency forward contracts 


The Company enters into short-term foreign currency forward 
contracts to fix the cost of inbound inventory as part of its normal 
course of business. There is no material difference between the 
face value of the foreign currency forward ‘contracts and their value 
as calculated by reference to prevailing currency exchange rates. 


Other financial instruments 


All other financial instruments held by the Company, including 
long-term debt, accounts receivable and accounts payable, are 
carried at estimated fair value. 


5. INCOME TAXES 


1996 1995 

Current Sou S$ 8,060 
Deferred 932 1,148 
$ 14,462 $ 9,208 


The provision for income taxes and the effective income tax rates 
on earnings from continuing operations are comprised as follows: 


1996 1995 


Combined statutory 
income taxes $13,244. 421% $8503 41.1% 


Tax on large corporations Soil 1.1 Ae 20 
Other seieyh 23} 2609 1A 
$14,462 46.0% $9,208 44.5% 
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6. ACQUISITIONS 
The following table sets out the acquisitions completed by the 
Company during the years ended December 31, 1996 and 1995: 


Effective Total 
Date Investment 


1996 


All the outstanding shares of 


Spencer Industries Inc. December 11,1996 S$ 21,805 


All the outstanding shares of 


Ray-Gordon Equipment Limited December 1, 1996 3,879 


All the outstanding shares of 


Génératrice Drummond Inc. July 1, 1996 2,241 


All the outstanding shares of 


RCL Industrial Equipment Inc. July 1, 1996 Yen 


All the outstanding shares of 


Marten Fluid Power Inc. July 1, 1996 528 
All the assets and ongoing business 
of Telelect Canada Inc. July 1, 1996 1,628 


All the outstanding shares of 


Lounsbury Industrial Limited January 1, 1996 26,475 

All the assets and ongoing business 

of the Ontario retail distribution 

division of Timberjack Inc. January 1, 1996 15,000 
S 74,283 

1995 

All the outstanding shares of 

Hydracine Fluid Power Limited August 1, 1995 Sr 517 

All the assets and ongoing business of 

Detroit Diesel-Allison Canada East, Inc. May 1, 1995 15,381 

All the outstanding shares of 

Hydrofor Inc. April 1, 1995 ZEW, 
$33,208 


Total investment in an acquisition represents the purchase price 
for the total assets acquired net of non-interest-bearing liabilities 
assumed. 


A summary of the purchase price allocation of the acquired 
businesses is as follows: 


1996 1995 
Working capital S$ 33,223 $19,539 
Rental fleet 2,991 - 
Capital assets 3,849 6,207 
Goodwill 34,220 7,462 
Total investment 74,283 33,208 
Bank and other indebtedness (8,790) (6,418) 
Total purchase price $65,493 $26,790 


ACQUISITIONS (CONTINUED) 


The purchase price consideration for the acquisitions completed in 
1996 was paid in cash at the respective closing dates, except for 
$0.2 million in respect of RCL Industrial Equipment Inc. which was 
paid on November 1, 1996, $3.0 million in respect of Lounsbury 
Industrial Limited which was satisfied by the issue of the Company's 
common shares, and a further $2.0 million in respect of this 
transaction which was deferred and payable in three equal annual 
installments commencing January 1, 1997. 


The purchase price consideration in respect of the 1995 acquisitions 
was paid in cash at the respective closing dates, except for $0.25 
million in respect of Hydracine Fluid Power Limited which was paid on 
August 31, 1996. 


The operating results of the acquired businesses have been 
consolidated in the financial statements of the Company, using the 
purchase method, with effect from their respective acquisition dates. 


7. DISCONTINUED OPERATIONS 


In 1995, the Company completed the sale of its Australian and 
North American fire control businesses. The combined proceeds 
totalled $14.8 million and were received in cash subsequent to the 
respective closing dates, except for $1 million in respect of the 
North American fire control business, which is represented by 

an 8.5% subordinated note, with both principal and accumulated 
interest payable on December 12, 2000. 


Revenue from discontinued operations in 1995 amounted to 
$26,626,000. Earnings from discontinued operations are stated 
net of income taxes of $777,000. 


8. RENTAL EQUIPMENT 


Accumulated Net book 

Cost amortization value 

December 31, 1996 S 32,002 S1i27/10 S 19,292 
December 31, 1995 S 21,185 S 7,075 S$ 14,110 
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9. CAPITAL ASSETS 


Cost 
Land and buildings S20 701 
Leasehold improvements 4,956 
Equipment and vehicles 19,924 
Information systems 6,905 
Furniture and fixtures 8,552 
December 31, 1996 S 62,038 
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Accumulated Net book 
amortization value 
$5,376 S 16,325 
1,808 3,148 
IGS? 6,412 
Grol 3,093 
5,942 2,610 

S$ 30,450 S 31,588 


Land and buildings $ 18,916 S$ 4,954 S$ 13,962 
Leasehold improvements 3,912 tha 2,801 
Equipment and vehicles 18,894 12,030 6,864 
Information systems 5,021 Oe 2,289 
Furniture and fixtures ~ 6,009 Anil 1,838 
December 31, 1995 $52,752 S 24,998 $27,754 
10. GOODWILL AND OTHER ASSETS 
Accumulated Net book 
Cost amortization value 
Note receivable S 1,000 S = S 1,000 
Deferred expenses 2,086 1,062 1,824 
Goodwill 49,693 2,/94 46,899 
December 31, 1996 S 53,579 S 3,856 $ 49,723 
Note receivable S 1,000 S - S 1,000 
Deferred expenses 2,409 707 1,702 
Goodwill A/S 1,115 14,358 
December 31, 1995 S 18,882 S$ 1,822 S 17,060 


11. CAPITAL STOCK 


Issued and fully paid (after effecting the combination of Class A 
and Class B common shares described below): 


Number of Shares Amount 
January 1, 1995 11,286,739 $49,772 
Shares issued through exercise 
of options and special warrants 2,344,000 21,858 
December 31, 1995 13,630,739 71,630 
Shares issued through 
exercise of options 114,100 824 
Shares issued as part 
consideration for the acquisition of 
Lounsbury Industrial Limited 315,789 3,000 
December 31, 1996 14,060,628 $75,454 


The Company is authorized to issue an unlimited number of 
preferred shares without nominal or par value, issuable in series, 
and an unlimited number of common shares without nominal or par 
value. The authorized share capital of the Company was amended 
by Special Resolution, dated May 3, 1996, whereby the unlimited 
number of Class A common shares and Class B common shares 
without nominal or par value were combined into a new category of 
shares designated “Common Shares”. 


The Board of Directors approved in August 1995 the issuance of 
$20.9 million of special warrants to be exchanged, on a one-for-one 
basis, into 2,200,000 common shares. The issue costs amounted 
to $405,000 net of income tax of $318,000. In October 1995, 
upon receiving final regulatory approvals, the special warrants were 
exchanged into 2,200,000 common shares. 


33 


WAJAX LIMITED 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


CAPITAL STOCK (CONTINUED) 


Options to officers of the Company and its subsidiaries are 
outstanding to purchase unissued shares of the Company as follows: 


Number Price per share Date of Expiry 
50,000 S 7.50 November 7, 2001 
18,400 Se7t25 October 5, 2002 
80,000 S$ 8.50 August 3, 2004 
200,000 S 8.50 August 22, 2004 
75,000 S 8.875 March 2, 2005 
50,000 S 9.75 November 3, 2005 
201,000 $11.50 February 22, 2006 
25,000 $12.90 May 3, 2006 
699,400 


After giving effect to the conversion of all of the outstanding share 
purchase options, fully diluted earnings per share are as follows: 


1996 1995 
Earnings per common share: 
Earnings from continuing operations Smee $ 0.95 
Net earnings ls) 0.99 


12. COMMITMENTS 


Long-term lease commitments amount to $26,785,000 in total. 
The lease requirements for the next five years are: 


1997 $4,868,000 
1998 4,536,000 
1999 4,064,000 
2000 3,226,000 
2001 2,890,000 


13. EMPLOYEES’ PENSION PLANS 


The Company maintains defined benefit pension plans which are 
primarily contributory and cover most of its employees. Actuarial 
valuations for the plans are made at least every three years. These 
valuations are based on assumptions provided by management for 
employee salary increases and for returns generated by the fund 
over the long-term. 


The actuarial valuation of the projected pension benefits was 

$34.5 million at December 31, 1996. The actual market value of 
the pension fund assets available to cover these benefits at 
December 31, 1996 was $46.6 million. For purposes of calculating 
projected returns, market-related values are used in order to 
moderate the impact of annual market fluctuations. The market- 
related value of pension fund assets was $37.4 million at 
December 31, 1996. 


14. SUBSEQUENT EVENT 


On January 13, 1997, the Company announced that it had signed 
an agreement to acquire 100% of the shares of Pacific North 
Equipment Co., a distributor of forestry and construction equipment 
in the states of Washington, Oregon and Alaska, as well as in 
Magadan, Eastern Russia. The total acquisition investment is 
expected to be approximately US $37 million on closing. At the 
date of these financial statements, the transaction was subject to 
certain pre-closing conditions, including completion of satisfactory 
due diligence and receipt of applicable regulatory approvals. 


15. COMPARATIVE FINANCIAL STATEMENTS 


Certain of the comparative figures have been reclassified to 
conform to the 1996 presentation. 
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BEEVEN WY EAR? SUMMARY ¢ 


YEARS ENDED DECEMBER 31 


(DOLLARS IN MILLIONS, EXCEPT PER SHARE DATA) 


1996 1995 1994 1993 1992 1991 1990 1989 1988 1987 1986 


OPERATING RESULTS 
Revenue $675.1 $547.6 $404.5 $287.4 $247.9 $258.3 $317.4 $340.5 $321.7 $307.0 $278.2 
Net earnings (loss) 17.0 12.0 at 1.1 0.6 152 Tel 0.6 (1/5) 6.7 6:7, 
Interest expense 9.7 8.2 Bi 5.6 5.6 6.7 10.6 9.0 6.4 6.0 69) 
Cash flow before changes 

in non-cash working capital* 28.7 ASS 14.0 Hill DS I 9.8 (372) OW, 9.9 oF 
Capital expenditures — net 4.4 2 2. Il 9.2 0.9 1.4 32 3.9 4.2 2.4 3.4 
Rental Equipment expenditures — net* 6.6 7.9 Des) Sul 0.6 - - - - - - 


Amortization* PEO) 9.8 B33 5.0 Als 2.8 3.0 3.3) all a2 3.0 


PER COMMON SHARE 


Net earnings (loss) 22 1.02 0.46 OA Same 0 017, 0.14 0.13 0:07- (0.17) 0.78 0.78 
Cash flow before changes 

in non-cash working capital *~ 2.05 1.92 1.26 0.83 0.68 0.19 WoW (O37) Oks LEG 1.18 
Dividends paid ~ - - - - 0.28 0.49 0.56 0.56 0.56 0.56 
Equity 1032 Oii2 8.04 TSO Eee) 7.46 7.61 7.97 8.46 9.19 8.97 
FINANCIAL POSITION 
Working capital* 189.0'—  134:0° 108.0 5/-A Ose 70.3 75.0 70.0 83.3 92.8 91.1 
Rental Equipment* 19.3 14.1 9.8 8.5 He - - - - - - 
Capital assets — net 3106 27.8 24.9 260-20.) 2u7 23.0 (AES S) 22. 23.4 2A? 
Long-term debt 144.5 68.6 60.8 eye efile) 37.8 40.2 37.6 38.9 40.2 41.6 
Shareholders’ equity TAS 24.5 90.8 Os) moa. 0 64.0 69.2 68.4 125 78.8 76.7 
Total assets CO OU Orme le lee 205mm OS. Jmeulo4 Juenlo/.0) 87113 1911 9185.2 179.1 


OTHER INFORMATION 

Number of employees Oe Oo ee LO el 4 ODOM Ie 4 e223) 515588e 1,623 1,631 1,622 
Common shares outstanding (000’s) 14,061 13,631 11,287 8628 8573 8573 8572 8580 8579 8577 8,551 
Price range of common shares 

High SL OOmE Spo 0 mod 03m 6501 0n S70 me OG.7 Oo). 508S14,25 $15.00 $17.00" $21.50 
Low 10:63 7.88 715 joo) see 6) 6.00 625m lle 5 9.63 Salle WSs) 


T Comparative information for years prior to 1996 is inclusive of discontinued operations. 


*At December 31, 1996, rental equipment was classified as a non-current asset. Comparative information has 
been restated for the years 1992 - 1995 to conform with the 1996 classification. 
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